CH AUTY: 
PCA, 

EEN) 
arey 


Legislative Assemblée 
Assembly législative 
of Ontario de l'Ontario 





STANDING COMMITTEE ON 
PUBLIC ACCOUNTS 


FOREST MANAGEMENT PROGRAM 
(Section 3.13, 2000 Special Report of the Provincial Auditor) 


2nd Session, 37th Parliament 
50 Elizabeth II 


Government 
Pubhcations 


» = 
3 PN 
‘oe 
/ \ 
«wg % 2002 . if 
yAN 23 20 
& at 


National Library of Canada Cataloguing in Publication Data 


Ontario. Legislative Assembly. Standing Committee on Public Accounts 
Forest Management Program (Section 3.13, 2000 Special report of the Provincial 
Auditor) 


Text in English and French with French text on inverted pages. 

Title on added t.p.: Programme de gestion forestiére (Section 3.13, Rapport spécial du 
vérificateur provincial pour 2000) 

ISBN 0-7794-2238-4 


1. Forest management—Ontario--Evaluation. I. Title. II. Title: Programme de gestion 
forestiére (Section 3.13, Rapport spécial du vérificateur provincial pour 2000) 


KEO455.056 2001 354.5°52439°09713 C2001-964011-0E 





Legislative Assemblée 
Assembly législative 
of Ontario de l'Ontario 


ae (RO, 
BO OI 
M 


oN 
FCW SAY Ts) NODS | 
AUDI ALTERAM PARTE 





The Honourable Gary Carr, M.P.P.., 
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Sir, 


Your Standing Committee on Public Accounts has the honour to present its Report and commends 
it to the House. 
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PREAMBLE 


The Provincial Auditor reported on the Forest Management Program in section 
3.13 of the 2000 Special Report on Accountability and Value for Money. The 
Standing Committee on Public Accounts held hearings on this audit report on 
March 1, 2001, with representation from the Ministry of Natural Resources. This 
report constitutes the Committee’s findings and recommendations on the Forest 
Management Program. 


The Committee extends its appreciation to the officials from the Ministry of 
Natural Resources for their attendance at the hearings. In addition, it 
acknowledges the assistance provided during the proceedings by the Office of the 
Provincial Auditor, the Clerk of the Committee, and the Ontario Legislative 
Library’s Research and Information Services Branch. 


1. INTRODUCTION 


Under the terms of the Crown Forest Sustainability Act (CFSA), the Ministry of 
Natural Resources is responsible for the regulation of forestry planning, 
information, harvesting, renewal, trust funds for reforestation, and processing 
facilities. Sanctions and penalties for non-compliance are also included in the Act. 


The objectives of the audit were to assess whether adequate systems, policies and 
procedures were in place: to measure and report on the effectiveness of the Forest 
Management Program in ensuring the long-term health of Ontario’s Crown 
forests; to ensure compliance with legislation and policies to identify areas 
requiring corrective action; and to ensure that resources were managed with due 
regard for economy and efficiency. 


1.1 Audit Report Findings 


The Crown Forest Sustainability Act was passed in 1994. Two years later, the 
Ministry of Natural Resources’ (the Ministry) implemented a downsizing and 
re-engineering plan. This resulted in licensed forest management companies 
assuming responsibility for forest sustainability planning and forest renewal, and 
the Ministry acting as an overseer of these activities. 


The Forest Renewal Trust and the Forestry Futures Trust were established by the 
CFESA to fund renewal expenditures made by forest management companies and 
the Ministry. In 1999/2000 $104.8 million was distributed by the Trusts primarily 
for renewal and related expenditures. Licensees harvesting Crown timber are 
required to contribute to these Trusts. Crown stumpage charges are paid by forest 
management companies into the Consolidated Revenue Fund, and in 1999/2000, 


charges totalled $155.7 million. 


ee SS ee 
| Ontario, Office of the Provincial Auditor, 2000 Special Report on Accountability and Value for 
Money (Toronto: The Office, November 2000), pp. 221 and 222. 


The Provincial Auditor concluded that the Ministry did not have sufficient 
information to adequately meet its obligation to report annually on the 
management of Ontario’s Crown forests. In addition, it had not yet completed the 
transition from directly managing many aspects of forestry to implementing 
appropriate oversight and monitoring procedures 


The Provincial Auditor’s findings included the following observations and 
conclusions: 


« although the Ministry is required to report annually, the last Annual Report 
issued by the Ministry on Crown forests management at the time of the audit 
was for the 1995/96 fiscal year [The 1997-98 and 1998-99 Annual Reports 
were tabled on January 22, 2001 and March 7, 2001 respectively]. 


« alack of information meant that registered professional foresters could not 
assess the “harvest area successfully renewed” in 25% of the forest 
management units they audited; 


¢ forest resources inventories were over 20 years old in 16% of forest 
management units. This was an improvement over the 55% with outdated 
inventories in a 1994 audit by the Provincial Auditor’s office; 


« forest management companies needed to provide a more detailed analysis of 
major variations from planned results; 


¢ forest sustainability plans were hindered by processing facilities, which often 
did not accept all the wood they planned to consume due to the lack of 
markets for some species; 


¢ while generally satisfied with the renewal and maintenance work carried out 
in the majority of the units they audited, independent foresters felt corrective 
action was needed in the remainder; 


¢ compliance inspection responsibilities had been delegated to forest 
management companies, but in those areas where the Ministry continued to 
perform inspections, its inspectors found significantly more violations than 
industry inspectors; 


¢ penalties for non-compliance were inconsistently imposed by district offices; 
and 


« there had been a significant reduction in the number of overdue stumpage 
charges receivable from forest management companies since a 1998 review of 
financial controls by the Provincial Auditor’s office. 


The Provincial Auditor made several recommendations in the 2000 audit to 
improve the Forest Management Program. 


1.1.1. Committee’s Conclusions and Recommendations 


The Standing Committee on Public Accounts endorsed the Provincial Auditor’s 
recommendations in the 2000 audit report on the provincial Forest Management 
Program and recommended their implementation by the Ministry of Natural 





Resources. Commitments were received from the Ministry in support of the 
Provincial Auditor’s recommendations, and action has been taken to resolve 
certain shortcomings in the Program.” The Committee has prepared follow-up 
recommendations in this report, based on its findings at the March 2001 hearings. 


Auditee’s Response to the Committee’s Report 


The Standing Committee on Public Accounts requests that the Ministry of Natural 
Resources provide the Clerk with a response to this Committee report within one 
hundred and twenty days of the date of tabling with the Speaker of the Legislative 
Assembly, unless otherwise indicated in the recommendations. 


2. MEASURING AND REPORTING ON FOREST SUSTAINABILITY 


2.1. Overview 


The Ministry provided background on forest management operations with private 
companies harvesting Crown timber, under licence from the Minister of Natural 
Resources. The province’s Forest Management Program has undergone 
considerable change as a result of three major influences since 1994: 


« the Class Environmental Assessment for Timber Management decision in 
1994 was a landmark document on how forest management would be 
undertaken in the province in terms of harvest, access, renewal and 
maintenance; 


« the enactment of the Crown Forest Sustainability Act in 1995 meant that 
companies with a Sustainable Forest Licence, rather than the Ministry of 
Natural Resources, became directly responsible for forest planning. The 
companies were also required to carry out forest renewal on behalf of the 
Crown; and 


- the implementation of the Ministry’s re-engineering plan in 1996, in 
conjunction with other factors, resulted in MNR's (Ministry of Natural 
Resources) role progressively evolving to one of overseeing the activities 
of the companies. 


The Sustainable Forest Licence (SFL) is the main licence: there are 68 in the 
province, ranging in size from about 300,000 hectares to approximately two 
million hectares.” 


The Ministry has retained the responsibility for plan approval and for overseeing 
the independent forest audits of the Sustainable Forest Licence areas. Also, it is 
responsible for managing wildlife, protected areas, recreation, and non-timber 





? Ontario, Legislative Assembly, Standing Committee on Public Accounts, Official Report of 
Debates (Hansard), 1" Session, 37" Parliament (1 March 2001): 439. 

* Thid. 

* Ibid. 


values. The forest management companies have also assumed responsibility for 
day-to-day compliance monitoring and assessment.” 


Committee Hearings 


The 1996 Forest Management Business Plan identified major changes in roles and 
responsibilities in the delivery of compliance and enforcement. Under the 
restructuring, SFL holders became partners with the Ministry in ensuring 
compliance. As a condition of the issuance of a Sustainable Forest Licence, the 
industry assumed responsibility for compliance planning; monitoring, inspection 
and reporting on operations; and taking remedial action.° The Ministry has 
undertaken the following initiatives: the compliance planning program; setting 
priorities for spot-checking; auditing industry activities; applying remedy and 
enforcement action; and undertaking analysis and evaluation of trends.’ 


2.1.1. Program Budget 


The 1999-2000 Forest Management Program budget was $68.8 

million with a staff complement of 662 full-time equivalents. The Ministry 
explained that the budget covers the Program’s science, information, and field 
delivery components. The latter covers the forest management planning 
responsibilities, some of the compliance responsibilities, and enforcement.® 


2.2. Reporting Requirements 


The CFSA defines sustainability and outlines good forestry practices. It also 
requires that the Minister prepare and submit a report to the Legislature on the 
state of Crown forests at least once every five years. Under the terms of an 
assessment mandated by the Environmental Assessment Act, the Ministry is 
required to prepare an Annual Report on forest management. It is bound to do this 
until 2003, and then the Minister of the Environment will decide to extend, amend 
or require a new assessment. 


Even though an Annual Report on Forest Management would provide timely 
information and highlight matters requiring corrective action, at the time of the 
audit, a report had not been prepared since the 1995/96 fiscal year. Subsequently, 
the 1996/1997 Annual Report was tabled in the Legislature on November 15, 
2000, followed by the 1997-98 and 1998-99 Annual Reports on January 22, 2001 
and March 7, 2001. 


The Provincial Auditor recommended that the Ministry should report annually on 
the management of Crown forests. Subsequent Annual Reports are scheduled for 
completion within 18 months following the fiscal year reported on. 


° Ibid. 

° Tbid., p. 440. 

” Ibid. 

* Thid., pp. 443 and 444. 





Committee Hearings 


2.2.1. Annual Reports 


The Ministry is required to report annually on the management of Crown forests 
under the Environmental Assessment Act, permitting corrective action on a timely 
basis. The Annual Report is an amalgamation of reports on all management units 


and covers a broader information base than the audits of individual management 
units. 


The intent of the Crown Forest Sustainability Act, 1994 was to develop a 
sustainability plan with a reporting mechanism, in accordance with the Forest 
Management Planning Manual.’ At issue is whether the sustainability plan is 
being properly addressed, given that critical information integral to the 
sustainability plan has not been available. 


Delays in Report Preparation 


The Ministry explained the various factors that contribute to the 18-month 
timeframe required for the completion of its Annual Report following the end of 
the fiscal year. The finalization period is seen by the Ministry to be a logistical 
problem: 


There are [forestry] activities taking place. . . 
timber being harvested and so on, today [March 
1, 2001]. In order for us to collect this 
information, or a company to collect it, they'll 
have to fly aerial photography to take pictures to 
see where those areas have been harvested. That 
information doesn't even come in to us until 
November, so we have a six-month period 
where that information isn't even available; it's 
simply being collected. Planes want to fly when 
they can see cutovers, when there's no snow on 
the ground. For some of these reports, the 
information is collected in the summer months, 
when the field season allows forit .. . 


Then there's a 12-month period where MNR 
reviews that information to ensure that it .. . 
is accurate, that the area really was harvested. 
We may expect to go to a company to look at 
that photography, for example, to verify this 
information. It’s all pulled together for those 68 
management units and compiled into a report 





* Tbid., p. 444. 
0 Thid., p. 461. 





that then has to go through the approval process, 
eventually being tabled. B 


The Ministry has renewed its efforts to complete reports as required on a timely 
basis. 


Committee Recommendation 


The Provincial Auditor indicated the necessity of annual reporting on the 
management of forests. The Committee concurred that these reports are essential 
to ensure the proper administration and accountability of the Forest Management 
Program. 


The Ministry provided the Provincial Auditor with a catch-up schedule for the 
release of Annual Reports. The 1999-2000 Annual Report and subsequent reports 
are to be completed within 18 months following the fiscal year reported on. A 
1995-2000 State of the Forest Report was on schedule for completion by 
December 2001. 


The Committee therefore recommends that: 


1. The Ministry of Natural Resources should establish a firm deadline 
for the release of its Annual Report each year to ensure timeliness, 
beginning with the 1999-2000 fiscal year. 


Committee Hearings cont’d 


2.2.2. Independent Audit Process 


Forest audits are to be prepared by independent consultants for each forest 
management unit every five years, and the expectation is that the report would be 
available four months following the completion of the audit. These audits will 
provide a snapshot of the 68 individual management units, over a period of five 
years, and in turn these findings are to be included in the Annual Reports.” 


The Committee enquired whether the delay in the audits could be attributed to the 
reconsideration of findings on forest sustainability by the audit teams, in turn 
revising the reports as prepared by the independent auditor.'* The Ministry 
explained that the case in question, raised during the hearings, was a unit in 
transformation. The licensees had formed a new company, comprised of former 
Crown units, for management by a co-operative. There were difficulties in the 
transfer of information gathered by the Crown versus the information to be 
gathered by the new management.'° In this case, the Forestry Futures Trust 
Committee had requested that additional information be considered and the 


'' Thid., p. 444. 
"2 Tbid., p. 461. 
'? Thid., p. 444. 
'* Toid. p. 444 and 445 
'S Thid., p. 445. 
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Ministry had instructed the District Office and the company to assemble the 
necessary information. 


According to the Ministry, it is unusual that an audit team would be asked to 
consider new information, following the completion of an audit. Furthermore, 
MNR pointed out that it did not influence the findings and the case sited is the 
only example in which additional information was requested during an 
independent audit.’®. 


Committee Recommendation 


Independent Audit Process 


The professional standards governing independent auditors must be maintained. 
To ensure the integrity of the audit work performed, external interference with an 
audit team, such as the reconsideration of material post audit for example, may be 
inappropriate. 


The Committee therefore recommends that: 


2. The Ministry of Natural Resources should endeavour to maintain the 
independence of the external audit process. All necessary information 
relevant to the audit should be assembled and made available to the 
audit team by the Crown and the forest industry on a timely basis. 


2.3. Measures of Effectiveness 


The Ministry’s 1999-2001 Business Plan proposed a measure of forest 
sustainability it referred to as “harvest area successfully renewed”. A Ministry 
review of independent audits of 20 forestry management units completed in 1998 
and 1999 found that 25% had not reported on harvest area successfully renewed 
and that results for the remaining units ranged from 53% to 100% renewal 
success. After five years, the Ministry plans to use the results accumulated for all 
68 management units to draw conclusions about the state of renewal of Crown 
forests. 


The Provincial Auditor felt that any conclusions based on such incomplete data 
may be misleading and recommended that the necessary assessments be carried 
out in each forest management unit. The Ministry said it would take steps to 
ensure forest managers comply with their reporting obligations for renewal 
activities and to enhance the assessment of the results. 





6 Thid., pp. 445-and 446. 





Committee Hearings 


2.3.1. Regeneration and Product Supply 


The gap between the harvest and renewal activity is difficult to establish because 
long-term regeneration plans generally take place over several years. There is a 
lag between the time at which an area is harvested and when it is actually assessed 
for renewal. The lag period is complicated by natural events, such as fires, 
drought, insects and disease; therefore measures of forest regeneration must take 
into account these natural factors. 


Risk management is built into the system in determining the available supply of 
timber for harvest, and adjustments are made for natural occurrences. The 
Ministry directs that at a certain point in time, it expects the harvested site to be 
regenerated to a certain point, with trees of a certain species and height.’” 


Product Supply Gap 


The Committee questioned the possibility of a wood supply gap in northern 
Ontario over the next 20 years and the need to harvest further Bh At issue is 
the possible impact on the environment and First Nations lands.’® The Ministry 
acknowledged that there is a forecasted drop in the allowable cut in the future, 
and explained that steps are being taken, such as: 


* encouraging companies to use the tops of trees for pulping; 
¢ using stands previously bypassed; 


* practicing intensive forest management subject to environmental 
standards, and monitoring and planning growth and yield, to increase the 
fibre supply; 


¢ matching the correct forest product tree with the appropriate mill; and 


¢ preparing for negotiations on lands to the north of the current harvest 
boundaries (e.g., First Nations’ lands). A land-use plan is required that 
involves community-based discussions prior to negotiating leases on these 
lands.’” 


The Ministry pointed out that the gap between harvest and renewal Hey els has 
been closing, reflecting the ongoing improvement in regeneration.”” The Ministry 

assured the Committee that it is addressing this matter by reinforcing the 
industry’s responsibility to provide information on a timely basis.”! 


'’ Thid., p. 450. 
'8 Thid., p. 462. 
 Thid. 

° Tbid., p. 450. 
*! Tbid., p. 441. 
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Forest Renewal Reporting/Five-Year Harvest Plans 


The inability to assess the harvest area successfully renewed in 25% of the forest 
management units was a concern.” In response, the Ministry has taken steps to 
ensure that forest managers comply with the reporting obligations for renewal 
activities by holding extensive discussions with the industry. There have been 
meetings with individual companies, at the chief administration officer level, and 
associations. 


Training is necessary with forest companies to explain the new guidelines for 
preparing plans and comprehensive reporting on forest renewal. The proposed 
operational manual and regulatory mechanisms will be used by the Ministry to 
ensure compliance and to ensure that information is forthcoming. The forest 
licensees are required to provide a quantitative analysis of the variations between 
the planned and actual harvests. The Ministry explained that there will always be 
reasons why harvest projections are not accurate, but an explanation must be 
provided”. For example, reporting on a five-year harvesting plan may not be on 
time due to a strike or a fire. 


State-of-the-Forest Report (2001) 


The Ministry has committed to produce a five-year State of the Forest Report at 
the end of 2001, documenting the progress on sustainable forest management 
within the legal and policy requirements for forest management reporting. It will 
address sustainability indicators endorsed by the Canadian Council of Forest 
Ministers.” 


The State-of-the-Forest Report is seen to be the best measure of sustainability. It 
is broad in scope, providing a comprehensive look at indicators for fish and 
wildlife, bird habitat, and forestry. > Furthermore, the Ministry has undertaken a 
review of the delivery of the forest resources inventory, which will include a 
quality assurance component, with cost-effective improvements for forest 
managers and the public.”° 


Committee Recommendation 


Reports on Area Renewals 

The Ministry is placing greater emphasis on having realistic estimates of planned 
harvest levels in future forest management plans and is taking steps to correct the 
variances between planned and actual harvests through training and independent 


forest audits.’ 





*? Ibid. 
3 Thid. p. 442. 
** Thid., p. 461. 
> Thid. 
6 Ibid., p. 440. 
71 Thid. 
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The Committee concluded that forestry management unit reports on “harvest 
areas successfully renewed” are essential to the long-term viability of forest 
resources and the lumber industry. The Ministry indicated that it would ensure 
that forest managers comply with reporting obligations for renewal activities and 
address the assessment of the overall “state of renewal” of Crown forests. It has 
committed to achieve a 96% success rate for renewals and report on any major 
variations in renewal success. 


The Committee therefore recommends that: 


3. The Ministry of Natural Resources’ Annual Reports should include 
the most recent assessment of the status of harvest area renewals for 
each management unit; such details should also be included in the 
State of the Forest Reports every five years. The Annual Reports 
should provide an evaluation of renewal performance indicators, 
identify deficiencies in forest renewal activity, summarize fines and 
penalties related to compliance monitoring with comparative data, 
and outline remedial steps for corrective action with timelines. 


3. FOREST MANAGEMENT OPERATIONS 


3.1. Forestry Information 


The Provincial Auditor’s 1994 audit of the Forest Management Program found 
that approximately 55% of existing inventories were over 20 years old. While 
significant progress had been made at the time of the 2000 audit, inventories for 
over 16% of forest management units were more than 20 years old. The Ministry 
planned to have all of the inventories updated by the end of 2000/01. 

The Provincial Auditor recommended the production of the required Forest 
Information Manual (FIM) on the collection of forest resources inventories, and 
the implementation of adequate oversight procedures to ensure that forest 
inventory information is accurate, publicly available and current for each forest 
management unit. 


Committee Hearings 


3.1.1. Forest Inventory Data 


The Ministry explained that the forest inventory has two components, commonly 
referred to as the re-inventory and an inventory update. The 20-year cycle period 
is used for conducting a new inventory and every five years the inventory is 
updated in the preparation for forest management plans.”® 


The inventory update process has been improved recently through automation. 
This information is available to the forest management unit planning teams every 
five years in the course of preparing forest management plans and the Ministry is 
apprised of this data at the planning stage. 


*8 Tbid., p. 441. 


Lal 
The Ministry has an oversight role and responsibility to ensure that the collection 
of resource inventory information is consistent, and subject to quality assurance 
parameters. These standards are to be set out in the Ministry’s FIM.”” 


The Ministry has a public-private partnership with the forest industry, which 
requires both parties to work together to meet common expectations under the 
Crown Forest Sustainability Act and the timber class environmental assessment 
(EA).°° The Ministry has a science strategy for research and the application of 
technology, and the Forest Information Manual covers information required from 


licensees. The companies operate on Crown land, and their activities are a matter 
of public record.*! 


Forest Information Manual 


The Forest Information Manual is a regulatory instrument at MNR’s disposal to 
ensure that companies provide the necessary information.448 It established 
standards for data collection and timelines for reporting, effective April 25, 
2001.** The Manual’s mandate is to: 


e describe the roles and responsibilities of the Ministry and the forest 
industry in ensuring that information is collected and that reporting is 
current; 


e prescribe the mandatory information and information products required by 
the Ministry; and 


e provide MNR field staff with legal authority to enforce adherence to 
standards.*° 


The Provincial Auditor noted in the 2000 audit that the Ministry had not 
completed the Forest Information Manual on forest resource inventories, as 
required by the Crown Forest Sustainability Act. 


Committee Recommendation 


The Committee acknowledged the role of the FIM, which came into force on 
April 25, 2001, in establishing policies for the collection of forest resources 
inventories; and the implementation of oversight procedures to ensure that forest 
inventory information is accurate, publicly available and up-to-date for each 
forest management unit. 


At the time of the audit, MNR was in the process of completing the stakeholder 
consultation on the Forest Information Manual. Furthermore, the Ministry 
committed to undertake a review of the delivery of the forest resources inventory, 





9 Thid., pp. 441-442. 
30 Tbid., p. 462. 
3! Thid., p. 448. 
2 Thid., p. 441. 
33 Thid., pp. 439-440. 
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including a quality assurance component, to initiate cost-effective improvements 
for forest managers. 


The Committee therefore recommends that: 


4. The Ministry of Natural Resources should assess the impact of the 
Forest Information Manual on forestry planning and monitoring by 
April 2003. This assessment should address, but not be limited to a 
review of Ministry procedures, maintenance of information for each 
management unit, ease of public access, delivery of the forest 
resources inventory, quality assurance procedures and overall cost- 
effectiveness improvements. 


3.2 Planning and Harvesting 


The Crown Forest Sustainability Act requires that forest management plans be 
prepared every five years for each forest management unit. Annual work 
schedules are also required by the Act and must be consistent with plans. The 
plans and work schedules prepared by companies in seven district offices were 
examined as part of the audit. While all of the plans were completed in a format 
consistent with the legislation and schedules were properly approved by Ministry 
staff, over half of the offices reported that companies had continually and 
significantly over or under-harvested. The audit found there was a need for more 
complete reporting of variations from planned harvest levels. 


The Provincial Auditor recommended requiring a quantitative analysis of 
variations between planned and actual harvests, and including recommendations 
for corrective action whenever there are significant variations from planned 
harvest volumes. The Ministry said it would ensure that forest licensees provide a 
quantitative analysis of variations and it would take corrective actions to address 
them. 


Committee Hearings 


3.2.1. Planned and Actual Harvests 


The Committee addressed the forest industry’s responsibility for forest 
inventories and harvest planning, and requested clarification on the establishment 
of baseline inventories, and verification of the wood supply.** The Ministry has 
committed to ensure that licencees of Sustainable Forest Licenses provide a 
quantitative analysis of substantial variations between planned and actual harvest 
levels, and will take corrective actions to address any variances. 


** Tbid., p. 441. 


1 





Committee Recommendation 





ihe inherent uncertainties in the forest products industry will continue to 
contribute to variances, and therefore there will be an ongoing need for 
corrections in planned and actual harvests. 


The Committee therefore recommends that: 


5S. The Ministry of Natural Resources should ensure that Sustainable 
Forest Licensees submit quantitative analyses of significant variations 
in harvest levels, with specific commitments for remedial action, 
accompanied by timelines. The Ministry should monitor the variance 
between planned and actual harvest levels, and oversee the 
implementation of corrective actions by each management unit. 


3.3 Forest Resource Processing Facilities 


There are approximately 120 licensed forest resources processing facilities or 
mills in Ontario. Licences are given for five years and holders are required to 
submit Annual Reports on production, employment and sales. The audit found 
that 13 facilities were operating without a current licence and that the Ministry did 
not receive Annual Reports on a timely basis. In some cases, the reports contained 
incomplete information. 


For many mills, the lack of markets for some species was a major factor in failing 
to meet commitments to companies to accept forest resources. The Ministry did 
not monitor the extent to which this occurred. The forest management plans 
reviewed by the Provincial Auditor’s staff found that future market demand and 
mill requirements were not adequately assessed. 


The Provincial Auditor recommended that the Ministry ensure that operating mills 
are licensed, that required annual information reports are completed and received 
on a timely basis, and that forest management plans fully consider market 
demand. The Ministry indicated that it will ensure that operating mills are 
licensed and that information reports are received. Also, the Ministry will ensure 
that forest management plans adequately assess market demand and forest 
resource requirements of local mills. 


Committee Hearings 


3.3.1. Mill Licensing/Reporting 


The Ministry informed the Committee that mills operating without a valid licence 
at the time of the audit were not licensed due to ongoing mergers and acquisitions. 
The identified problems in licensing and reporting have been compounded in 
recent years due to these changes in ownership.” 


ee 


°° Thid., p. 443. 
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The new industry co-operatives represent consolidated small operators that 
oversee management units formerly managed by the Crown. Since the transition 
period, the co-operatives operate under a single licence rather than multiple 
licences. They have indicated that they do not want to be assessed collectively at 
the same level of remedial action due to one part of the co-operative not 
performing to standard. The Ministry has remedial options that include legal 
action, and remedial orders for addressing infractions.*° At the time of the 
hearing, all mills were licensed.*’ 


The Ministry indicated that as of March 31 2001, it would have a new procedure 
in place to address the issuance of mill licences, taking into account company 
mergers and acquisitions. In the event that another company purchases a mill, an 
operating level of wood consumption will be issued for that mill, which may be 
altered in the event of a subsequent change of ownership.”® Also, the Ministry has 
plans to extend the timeframe for mill licences for longer periods. The reporting 
on actual forest harvests and regeneration is at the management unit level, distinct 
from the operation of individual mills. 


Committee Recommendation 


The Committee emphasized the necessity of proper licensing procedures and 
reporting for mills, based on the operational history of individual mills over 
several years. At issue is the necessity for,each mill to meet its operational 
commitments, regardless of ownership. The Ministry has committed to ensure 
compliance through a new licensing procedure for companies merged or 
acquired.”” 


The Committee therefore recommends that: 


6. The Ministry of Natural Resources should review its new procedure 
for the issuance of mill licences, taking into account company mergers 
and acquisitions, and the extension of the licensing period. To ensure 
consistency in MNR reporting, forest companies should continue to 
file individual reports for each mill, regardless of changes in mill 
ownership. A status report on this matter should be submitted to the 
Standing Committee on Public Accounts by April 30, 2002. 


3.4. Forest Renewal and Maintenance 


Forest management plans must include documentation of the desired outcome of 
renewal and maintenance activities, outcome methodology and assessment 
standards. These activities must meet specifications designed for each 
management unit by a registered professional forester. 


°° Thid. 
*’ Tbid., p. 451. 
8 Tid. 
*» Thid., p. 440. 
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A review of a sample of independent forestry reports completed in 1999 found 
that independent foresters were satisfied with the work carried out in the majority 
of units they audited. In the remainder, the foresters said the lack of renewal and 
maintenance activity was primarily due to insufficient funding. 


The Provincial Auditor recommended that all units be managed on a sustainable 
basis and that companies be required to identify, explain and report on major 
variations between actual and planned renewal and maintenance activities, 
identify units where work consistently falls short of target levels, and implement 
corrective action. In response, the Ministry said it would ensure licensees comply 
with their forest renewal and maintenance obligations, address renewal and 
maintenance variances, and take corrective action, where necessary, to ensure 
renewal success. 


4. COMPLIANCE MONITORING 


4.1 Compliance Inspections 


Forest management companies are required to prepare a forest compliance plan, 
for Ministry approval. Since April 1, 1998, the terms of the SFL have seen these 
companies take on the lead role for compliance inspections. 


The Provincial Auditor selected the period April to June from 1999 during which 
650 inspections were conducted throughout the province by the Ministry in areas 
where inspection responsibilities had been transferred to the forest industry. The 
Ministry performed the inspections in areas where the responsibility had been 
transferred to forest management companies.” Infractions identified included 
such matters as roadway water crossings and trespassing cases."’ The Ministry 
inspectors found significantly more instances of non-compliance than industry 
staff. The audit report suggested using the Ministry’s compliance system to help 
develop a risk-based compliance strategy. 


The Provincial Auditor recommended the Ministry identify areas at high risk of 
non-compliance, provide companies with information based on previous Ministry 
experience, monitor and upgrade the skills of company inspectors, and assess the 
current inspection process. The Ministry agreed with the Provincial Auditor’s 
findings and committed to initiate a review of compliance and enforcement 
activities. 


Committee Hearings 


4.1.1. Forest Compliance Plan and Spot Check Inspections 


The annual industry compliance plans cover all aspects of industry operations. 
Approximately two-thirds of inspections are done by the forest industry and the 





4° Thid., p. 446. 
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remainder by the Ministry. The Ministry explained the division of responsibility 
for these field inspections: 


In 2000, we'll [MNR] probably do something 
close to 6,000 inspections in total: roughly 
4,000 of those by the forest industry and 
roughly 2,000 by MNR. If you were to go back 
to an earlier period of time, say 1995-96, when 
only MNR was doing inspections, that figure 
would have been closer to 4,000 inspections. So 
over the period of time from 1995 to today, 
we've gone from about 4,000 inspections to 
6,000, and over that period of time, . . . [the] 
industry has come on stream and now accounts 
for two-thirds of the 6,000 inspections being 
done annually.” 


Computerized Inspection Reporting 


The Ministry’s compliance reporting system is computerized, with a common, 
formatted reporting framework that records the types and times of incidents.458 
This system assembles the results of the inspections, which represent between 
5,000 to 6,000 inspections each year. The statistics are analysed for trends of 
recurring problems.” 


Presently, the Ministry is developing a 
compliance reporting system that will 
automatically identify trends and records of 
forest compliance activities. These records [in 
the compliance reporting system] combined 
with the independent forest audits, will . . . 
over time support an effective, economical 
inspection process. MNR will continue to 
review annual compliance plans, spot-check the 
activities of forest companies to see if they 
match the compliance plans, and regularly 
analyze the results of both industry and MNR 
compliance inspections to identify areas of 
concern.™*. 


Information technologies have improved compliance through information systems 
capable of gathering the results of inspections, and providing trend analyses. Also, 
it has advanced geographic information systems, which produce maps in digital 


* Thid., p. 453. 
* Thid., p. 442. 
** Tbid., p. 440. 
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form, which allow simulation of a variety of activities on the landscape, assessing 
the impact prior to the activities occurring. 


Infractions at the District Level 


The Provincial Auditor identified violations in four districts during the 1997-98 
and 1998-99 fiscal years revealing offences for unlawful harvesting and 
harvesting without a licence.*° MNR was made aware of these Diebicns areas with 
repeat offences, and responded that remedial action has been taken.*’ 


Ministry Spot Checks 


The monitoring and inspections process has been redefined, with MNR 
monitoring activities through a series of spot checks.”® The Ministry explained 
that comparing spot check statistics is not fair as MNR’s compliance activities are 
largely focused on known problem areas.”” It confirmed that the industry is 
identifying fewer instances of non-compliance, on a percentage basis; however, 
forest company inspections tend to be random, covering the broad scope of 
operations.°’. Therefore, the statistics reflect a greater incidence of non- 
compliance in the high-risk areas.” 


The Ministry identified particular generic harvesting issues requiring 
enforcement, rather than specific geographic areas of the province, for example, a 
water-crossing washout that could require several months for repairs.°” In such a 
case MNR could visit the site several times during the course of the repair, 
submitting five separate non-compliance reports, in comparison ye the single 
initial company report that identified the site for Ministry action.” In summary, 
the Ministry explained that the distribution of violations across the province have 
been relatively even.” 


The Provincial Auditor concluded that some of the Ministry’s monitoring and 
inspection activities duplicate the company inspections. The Ministry concurred 
that there is some duplication in compliance and inspections, but that it is 
appropriate during the transition period.” 


MNR indicated that it does not plan to increase staff complement in the 
compliance area because the present level of oversight provides the necessary 
level of control over the forest industry’s inspection activities.°° The Ministry is 





* Thid., p. 449. 
* Thid., p. 446. 
*7 Thid., p. 443. 
*8 Thid., p. 455. 
” Thid., p. 447. 
°° Thid., p. 453. 
°! Thid., p. 442. 
* Thid., p. 446. 
*3 Thid., p. 454. 
4 Thid., p. 446. 
°° Thid., p. 440. 
°6 Tbid., pp. 454 and 455. 
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confident that it has the staff, with the full co-operation of the forest industry, to 
deliver on the legislative requirements and the terms and conditions of the timber 
class EA.” 


Committee Recommendation 


The new Compliance Information System was designed to assemble the results of 
approximately 5,000 to 6,000 inspections each year. The Ministry explained that 
the information system is capable of assembling the results of compliance 
inspections, and providing trend analyses. The Ministry indicated that it will 
assess this information for use in addressing recurring problems.” : 


The Committee therefore recommends that: 


7. The Ministry of Natural Resources should assess the new compliance 
reporting system. This review should include an assessment of the 
functionality of the system and the capacity to provide the necessary 
information for enhanced compliance monitoring, with attention to 
high-risk areas of the province and types of infractions. 


Committee Hearings cont’d 


4.1.2. Variations in Inspection Results 


The Provincial Auditor noted that the Ministry spent $5.2 million during the 
1998-99 fiscal year to employ approximately 40 staff to perform monitoring and 
inspection functions. 


The Committee questioned the Ministry’s role in monitoring the inspection of 
licensed forest management companies and the reported divergence between non- 
compliance cases reported by companies and the Ministry. The Ministry 
explained that it has ongoing inspections throughout the year and that when the 
Provincial Auditor compiled the information, the Office focused on a specific 
three-month segment.” The Provincial Auditor’s staff provided the following 
explanation: 


« the Ministry produces a quarterly report of inspections for each area, 
which provides the number of MNR and industry inspections; 


- the Provincial Auditor identified areas where inspections were performed 
by only the Ministry or industry inspectors. Duplication was evident in the 
remaining areas and it was concluded that the Ministry should focus on its 
monitoring responsibilities, overseeing the work carried out by company 
inspectors; and 


*” Tbid., p. 462. 
8 Tbid., pp. 449 and 442. 
* Thid., p. 453. 
* Tbid., p. 446. 
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¢ according to the Ministry, some inspections may be focused exclusively 
on problem areas.° 


In response to the Provincial Auditor's findings, the Ministry committed to 
undertake a compliance and enforcement review.” 


The Committee enquired about the seriousness of the infractions identified. 
According to the Ministry, they have included minor example of non-compliance 
such as merchantable Crown timber mistakenly left under the snow during winter 
harvests, and operators mistakenly crossing a boundary line and harvesting 
beyond the allocated permit boundaries. Cases of wasteful practices, resulting in 
excess site debris, have also contributed to confusion over permit boundaries.” 
The latter example would constitute an administrative penalty.” 


The Ministry indicated that there is a need for compliance standards for 
companies with responsibility for undertaking inspections, for example, to 
establish acceptable debris/waste levels. The Ministry has established a training 
program to assist in instances requiring judgement. Consequently, in the future 
MNR and company staff would be able to jointly consider a site and determine 
the level of compliance.” 


Committee Recommendations 


Compliance Standards and Practices 

Historical information, based on Ministry experience, would provide a framework 
for future standards and practices. Also, Ministry experience, including the 
analyses of trends and case histories of infractions and remedial action, would be 
of assistance to industry, given its reporting responsibilities. 


The Committee therefore recommends that: 


8. The Ministry of Natural Resources should provide the forest industry 
with pertinent historical information on provincial forest operations. 
This information should be used by industry to enhance its forest 
compliance planning. 


The Provincial Auditor recommended the development of an an effective and 
economical inspection process. The Ministry acknowledged the essential nature of 
compliance standards for companies responsible for inspections, for example, 
covering subjects such as acceptable debris levels.”° 





°! Thid., p. 453. 
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9. The Ministry of Natural Resources should develop provincial 
standards for compliance inspections by the forest industry. These 
provincial standards would help to resolve situations requiring 
judgement, for example, the permitted forestry debris level on a 
harvested site. 


Risk-Based Compliance Strategy 


The Provincial Auditor recommended using the Ministry’s compliance system to 
develop a risk-based compliance strategy. The Ministry has been conducting spot 
checks focusing on problem areas; using a risk-based approach for inspections. As 
noted, this has resulted in a higher incidence of non-compliant cases than the 
random inspection approach followed by the forest industry.°’ 


The Committee endorsed the Provincial Auditor’s recommendation that the 
Ministry identify areas at high risk of non-compliance.” 


The Committee therefore recommends that: 


10. The Ministry of Natural Resources should conduct an independent 
third-party review of its risk-based strategy for compliance 
monitoring. This review should address all matters related to the 
benefits derived from focusing resources on areas with a high risk or 
identifiable propensity for infractions. The report should be 
completed by March 31, 2003 and a copy should be forwarded to the 
Clerk, Standing Committee on Public Accounts. 


4.2 Enforcement Practices 


The CFSA contains penalties for violations and in the most severe cases, a licence 
can be suspended or cancelled and the courts can impose fines of up to $1 million. 


A review of the Ministry’s enforcement process identified the following 
weaknesses: 


« the enforcement system did not identify or track repeat offenders; 
¢ penalties and warnings were inconsistently applied among districts; and 


« escalating penalties were often not imposed where appropriate. 


To improve overall compliance the Provincial Auditor recommended that the 
Ministry should implement procedures to ensure that recorded information is 
complete, review enforcement approaches, and analyze the extent of specific 
violations. The Ministry responded that it would initiate a review of enforcement 
activities and act upon the Provincial Auditor’s recommendations. 


* Tbid., p. 443. 
** Tbid., p. 454. 
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Committee Hearings 


4.2.1. Ministry/Industry Enforcement Roles 


Non-compliance cases could result in enforcement at various levels, ranging from 
a warning letter to a major fine or cancellation of a licence.°’ The Ministry 
concluded that there is no evidence to suggest that the forest industry is neglecting 
its new responsibilities; however, there is potential for improvement.” The 
Ministry explained that during the transitional period, management structures and 
oversight are adequate.” 


Ministry Initiatives 


The Ministry’s 1999 Compliance Program Review identified areas noted by the 
Provincial Auditor for improvements, and steps have been taken to address these 
areas.” In response to the Provincial Auditor's 2000 report, the Ministry has 
undertaken compliance and enforcement initiatives that include: 


- drafting a new policy for field operations to minimize inconsistencies and 
promote communication and early issue resolution; 


« making changes in recording, tracking, assessment and analysis of 
administrative penalties; and 


« developing a new compliance inspector-training program, including 
: : 5 Fy 
certification requirements. 


The Ministry indicated that it would benefit from more staff in the field, but that 
overall it is confident that it will be able to assess problem areas and undertake 
remedial actions.’ There has not been a reduction in the number of conservation 
officers since 1995, over the transition period; however, reductions occurred in 
the area of compliance functions when this responsibility was transferred to the 
forest industry.” 


4.2.2 Application of Penalties 


The Committee enquired about the level of consistency in the application of 
warnings and penalties. ’° MNR’s new technology has the capacity to identify 
regional trends beyond a given management unit and to identify repeat problems 
on a large scale. In non-compliance cases, the Ministry does follow-up to ensure 
remedial action, for example, the installation of an adequate water crossing to 
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avoid the siltation of fish habitat.’’ The Ministry acknowledged that 
improvements were necessary and action has been taken.’® 


The Ministry has never revoked a long-term sustainable forest licence. This is a 
serious penalty as it reduces a firm’s tenure, which in turn could affect its ability 
to raise capital for future operations.” 


Committee Recommendations 


The Committee concurs that overall compliance with the Crown Forest 
Sustainability Act and the enhancement of forest sustainability are the main 
priorities. Enforcement requires the proper maintenance of records to assist with 
the identification and tracking of repeat offenders and the identification of trends. 


The Ministry made a committment in 2000 to initiate a review of its enforcement 
activities and to act upon the audit recommendations. Specifically, MNR is to 
undertake a review of compliance and enforcement in 1998-99 and as noted at the 
hearings:*° 


[the Ministry] had some ideas on how to fix the 
system back in 1999. We're putting them in 
place now. We need to look at how that is 
working... Within a year we will do the review 
that's in question.®’ 


The Committee endorsed the Ministry’s commitment to initiate a review of its 
compliance and enforcement activities, in accordance with the Provincial 
Auditor’s recommendation on compliance inspections. At the time of the 
hearings, the Ministry had not initiated this review. 


The Committee therefore recommends that: 


11. The Ministry of Natural Resources should fulfil its commitment to 
complete the follow-up review on compliance and enforcement by 
March 31, 2002. This review should identify strengths and weaknesses 
in the current approaches and recommend specific remedial actions, 
with timelines, for implementation during 2002-2003. 


12. The Ministry of Natural Resources should review its record-keeping 
on enforcement matters to help ensure compliance. This review 
should track repeat offenders, and ensure that penalties have been 
imposed on a consistent basis and that corrective measures have been 
taken. MNR should take into account historical enforcement data for 


” Thid. 
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the past decade for comparative purposes using appropriate 
indicators. 


5. FORESTRY TRUSTS 


The CFSA established the Forest Renewal Trust (FRT) and the Forestry Futures 
Trust (FFT). The FRT is for renewal activities after harvesting and the FFT is 
applied to renewal due to depletion from other causes. The assets of both are 
administered by a trust company. All licensed forest management companies that 
harvest Crown timber pay renewal charges into these Trusts based on a prescribed 
rate. 


A review of the trusts administration identified the following problems: 


e as of March 31, 1999, 20% of companies’ accounts under the FRT contained 
less than the minimum required balance and one company was in overdraft; 


e the trusts’ accountant estimated that the FFT had lost between $90,000 and 
$120,000 of investment income over the fiscal year 1998/99 because $3.3 
million had not been transferred from the FRT on a timely basis; and 


« final invoice reports were not consistently submitted to the trustee prior to 
final payment. 


The Provincial Auditor recommended that the Ministry monitor FRT account 

balances, ensure that charges are transferred to the FFT on a timely basis, and 
ensure that payments from the FRT are made only after receipt of the required 
final invoice report. 


The Ministry indicated that it would ensure that minimum balance requirements 
for each licence area account are met by March 31, 2001 and for subsequent 
years. Steps had been taken to ensure Crown charges were properly transferred 
and final payments were made only after the required final invoice report is 
received. 


Committee Hearings 


5.1. Trust Administration 


The provincial Trust funds provide dedicated money for regeneration programs 
through integrated forest management planning.* * According to the Ministry, 
Ontario’s forest management planning, which is based on comprehensive 
environmental assessment, is ahead Da other jurisdictions in terms of public 
involvement in planning for forests.® 


The Ministry explained that, as of March 31 each year, some companies had not 
met the minimum balance, for various reasons, which include strikes and 
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interruptions in harvesting. Therefore, funds were not paid into the Trust and 
minimum balance requirements were not met.** 


The Ministry explained that administrative improvements have been made to the 
Forest Renewal Trust and the Forest Futures Trust: 


The Ministry will ensure that minimum balance 
requirements for each sustainable forest licence 
area account are being met by March 31 of each 
and every year. MNR has established a process 
that tracks the monthly balance in each of the 
forest renewal Trust funds. When a forest 
management company's account balance has 
slipped below the minimum, MNR will bring 
this to the company's attention and request that 
corrective actions be taken as soon as possible . 


MNR has set up a process to have the Forest 
Future Trust charges go directly to that Trust, 
rather than having them transferred following 
deposit into the Forest Renewal Trust. These 
changes were initiated on April 1, 2000, and 
charges to be paid to the [Forest] Futures Trust 
are now going directly into each of those 
accounts. *° 


In the event that a minimum balance has not been met, the company is required to 
report to MNR with an explanation and to provide a plan to address the situation. 
By way of example, the Ministry explained that these situations often occur when 
management units are being merged, one with a surplus in the unit and the other 
below the required minimum. Presently, the required minimum balance 
aggregated across the province is $90 million and the current balance is $155 
million.*° The most recent report for these Trust funds is for the year ending 
March 1997. 


Committee Recommendation 


The Committee endorsed the Provincial Auditor’s recommendation to ensure that 
the Trusts are administered in accordance with trust agreements, policy and 
legislation. The Ministry indicated that it will administer the Trusts in accordance 
with minimum balance requirements for each licence, ensure the proper transfer 
of charges between accounts, and stipulate that final payments are made in 
compliance with established practices. 


** Thid., p. 456. 
®° Tbid., p. 441. 
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The Committee therefore recommends that: 


13. The Ministry of Natural Resources should monitor the Forest 
Renewal Trust’s accounts to ensure that minimum balances are 
maintained. The status of the balances in these accounts should be 
disclosed in the Ministry’s annual reporting on the Forest 
Management Program. 


6. FORESTRY REVENUE 


The Ministry collects stumpage charges from forest management companies for 
cut and measured timber. They are based on harvest volume and tree species, and 
are deposited in the Consolidated Revenue Fund. Comparing January 2000 to 
1998 data, substantial improvements were found to have been made in the 
administration of stumpage charges receivable. 


Forest management companies are audited at least once every five years. For the 
1999/00 fiscal year, Ministry audit staff found poor controls over bills of lading 
systems, untimely reconciliation of a company’s bills of lading, and a company, 
which had not utilized Ministry mechanisms to differentiate private wood from 
Crown wood. Ministry audits from 1997/98 identified similar problems. 


The Provincial Auditor recommended addressing recurring problems noted 
through the Ministry’s audit examinations of stumpage charges. In response, the 
Ministry indicated that it would continue to undertake stumpage revenue audits on 
15 to 20 companies each year and would address problems noted in the audits. 


Committee Hearings 


The Ministry noted that the margin of error in assessing Crown charges has been 
less than 2% in recent years. To safeguard provincial revenues in the forestry 
sector, the Ministry committed to undertake the following: 


» ensuring that the action items resulting from the individual company wood 
measurement audits are acted upon and corrected within 30 days of that 


audit; 
« making improvements to the timber resources evaluation computer 
system; and 


- placing more responsibility on private landowners and the receiving 
companies to prove that lumber harvested is from private lands.*’ 


Committee Observation 





The Committee is supportive of the Ministry’s commitment to annual stumpage 
revenue audits. 
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7. LIST OF RECOMMENDATIONS 


1. The Ministry of Natural Resources should establish a firm deadline 
for the release of its Annual Report each year to ensure timeliness, 
beginning with the 1999-2000 fiscal year. 


2. The Ministry of Natural Resources should endeavour to maintain 
the independence of the external audit process. All necessary 
information relevant to the audit should be assembled and made 
available to the audit team by the Crown and the forest industry on 
a timely basis. 


3. The Ministry of Natural Resources’ Annual Reports should include 
the most recent assessment of the status of harvest area renewals for 
each management unit; such details should also be included in the 
State of the Forest Reports every five years. The Annual Reports 
should provide an evaluation of renewal performance indicators, 
identify deficiencies in forest renewal activity, summarize fines and 
penalties related to compliance monitoring with comparative data, 
and outline remedial steps for corrective action with timelines. 


4. The Ministry of Natural Resources should assess the impact of the 
Forest Information Manual on forestry planning and monitoring by 
April 2003. This assessment should address, but not be limited to a 
review of Ministry procedures, maintenance of information for each 
management unit, ease of public access, delivery of the forest 
resources inventory, quality assurance procedures and overall cost- 
effectiveness improvements. 


5. The Ministry of Natural Resources should ensure that Sustainable 
Forest Licensees submit quantitative analyses of significant 
variations in harvest levels, with specific commitments for remedial 
action, accompanied by timelines. The Ministry should monitor the 
variance between planned and actual harvest levels, and oversee the 
implementation of corrective actions by each management unit. 


6. The Ministry of Natural Resources should review its new procedure 
for the issuance of mill licences, taking into account company 
mergers and acquisitions, and the extension of the licensing period. 
To ensure consistency in MNR reporting, forest companies should 
continue to file individual reports for each mill, regardless of 
changes in mill ownership. A status report on this matter should be 
submitted to the Standing Committee on Public Accounts by April 
30, 2002. 


7. The Ministry of Natural Resources should assess the new compliance 
reporting system. This review should include an assessment of the 
functionality of the system and the capacity to provide the necessary 
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information for enhanced compliance monitoring, with attention to 
high-risk areas of the province and types of infractions. 


The Ministry of Natural Resources should provide the forest 
industry with pertinent historical information on provincial forest 
operations. This information should be used by industry to enhance 
its forest compliance planning. 


The Ministry of Natural Resources should develop provincial 
standards for compliance inspections by the forest industry. These 
provincial standards would help to resolve situations requiring 
judgement, for example, the permitted forestry debris level on a 
harvested site. 


The Ministry of Natural Resources should conduct an independent 
third-party review of its risk-based strategy for compliance 
monitoring. This review should address all matters related to the 
benefits derived from focusing resources on areas with a high risk or 
identifiable propensity for infractions. The report should be 
completed by March 31, 2003 and a copy should be forwarded to the 
Clerk, Standing Committee on Public Accounts. 


The Ministry of Natural Resources should fulfil its commitment to 
complete the follow-up review on compliance and enforcement by 
March 31, 2002. This review should identify strengths and 
weaknesses in the current approaches and recommend specific 
remedial actions, with timelines, for implementation during 2002- 
2003. 


The Ministry of Natural Resources should review its record-keeping 
on enforcement matters to help ensure compliance. This review 
should track repeat offenders, and ensure that penalties have been 
imposed on a consistent basis and that corrective measures have 
been taken. MNR should take into account historical enforcement 
data for the past decade for comparative purposes using appropriate 
indicators. 


The Ministry of Natural Resources should monitor the Forest 
Renewal Trust’s accounts to ensure that minimum balances are 
maintained. The status of the balances in these accounts should be 
disclosed in the Ministry’s annual reporting on the Forest 
Management Program. 
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